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YIRGINTITLA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: OXY USA Inc.

RELIEF SOUGHT: IPOOLING OF INTERESTS
IN DRILLING UNIT NO. U-29 VIRGINIA
PURSUANT TO SECTION GAS AND OIL
45.1-361.22, (CODE OF BOARD
VIRGINIA, 1950 AS
AMENDED) FOR THE PRODUCTION DOCKET NO.

OF COALBED METHANE GAS
(herein "Coalbed Methane Gas)
LEGAL DESCRIPTION: VGOB 91-1217-173
DRILLING UNIT NUMBER U-29
(Hereafter "“Subject Drilling Unit")
IN THE OAKWOOD COALBED GAS FIELD
NEW GARDEN GISTERIAL DISTRICT
BUCHANAN COUNTY, VIRGINIA

(the "Subje Lands" are more
particularly described on Exhibit
"A", attach hereto and made a
part hereof)
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REPORT OF THE BOARD

FINDINGS AND ORDER

X Hearing Date and Place: This matter originally came on for hdafting
before the Virginia Gas and 0il Board (hereafter "Board") at 9:00 a.ml| on
December 17, 1991, and was continued and thereafter heard on April 21, (1992,
Dickenson Conference Room, Southwest Virginia Education 4-H Center, AbinJ?on,
Virginia. ;

2. Appearances: Howard G. Salisbury and Mark A. Swartz, appearjd for
the Applicant; and| sandra B. Riggs, Assistant Attorney General, was pres nh to
advise the Board. E

3. Jurisdiction and Notice: Pursuant to Sections 45.1-361.1 et |sdq.,
Virginia Code, 1950 as amended, the Board finds that it has jurisdiction ove
subject matter. Based upon the evidence presented by Applicant, the Board
finds that the Applicant has (1) exercised due diligence in conduct
meaningful search ¢of reasonable available sources to determine the identit
whereabouts of potential owners, i.e., persons of record, having or claiming|the
rights to coalbed methane gas in all coal seams below the Tiller Seam (hereafter
"Subject Formations") in Subject Drilling Unit underlying and comprised
Subject Lands, and (2) has given notice to all parties (hereafter sometimes
"person(s)" whether referring to individuals, corporations, partner:lfps,
associations, companies, businesses, trusts, joint ventures or other l:
entities) entitled by §§ 45.1-361.19 and 45.1-361.22, Virginia Code, 19
amended, to noticel of this application, and (3) that the persons set fo
Exhibit B hereto may be claimants of coalbed methane gas interests in Subfect
Formations, in Subject Drilling Unit underlying and comprised of Subject L
and are not subjedt to any lease and who have not voluntarily agreed to

their interests. Further, the Board has caused notice of this hearing be
published as requlired by § 45.1-361.19B, Virginia Code, 1050 as amended.
Whereupon, the Bodrd hereby finds that the notices given herein satisfy |all
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statutory requirements, Board rule requirements and the minimum standa144 of
state due process.

4. None. I
5. None.
6. : Applicant requests (1) that pursuant to §§ o

361.22, including |the applicable portions of § 45.1-361.21, Code of Virg

Operator.

T Relief|Granted: The requested relief in this cause be and here is
granted and: (1) Pursuant to Sections 45.1-361.21(C)(3), Code of Virginia, 1950
as amended, Oxy USA, Inc. (hereafter "Unit Operator") is designated as the| Unit

Operator authorize
subject to the pe

to drill, operate any well in the Subject Drilling
it provisions contained in Section 45.1-361.27 et seqg., Code

of Virginia, 1950 as amended, and to the Oakwood Coalbed Gas Field Order No. CB
3-90 dated May 18,1990 to § 480-05-22.1 et seg., Gas and 0il Regulations anhd to

§ 480-05-22.2 et seqg., Virginia Gas and 0il Board Regulations, all as ame
from time to time,| and (2) all the interests and estates in Subject Dri
Unit, including tho¢se of the known and unknown persons listed on Exhibit
attached hereto a made a part hereof, and their known and unknown he
executors, administrators, devisees, trustees, assigns and successors,
immediate and remgte, who are not subject to any lease and who have
voluntarily agreed [to pool their interest in the Subject Drilling Unit, b
hereby are pooled| in the Subject Formations in the Subject Drilling
underlying and comprised of the Subject Lands.

Subject Permitted Field and Ord~}
Formations nit [Size Well Location We cation N g%;
All coal Appraximately Any point Oakwood Coalbed Gas OGCB|3190
seams below 80-acre square within the Field and coalbed (5/18}!0)
the Tiller drilling unit drilling unit methane (CBM) gas ‘
seam and allowed by well
associated Order No. |
strata OGCB 3-90

For the Subject Drilling Unit
underlying and comprised of the Subject
Land referred to as:

Unit Number U-29
Buchanan County, Virginia.

one of the options get forth in Paragraph 9 below and must give written no
of his election of the option selected under Paragraph 9 herein to the design
Unit Operator at thé address shown below within thirty (30) days from the
this Order is recorfded in the county above named. A timely election shal
deemed to have been|made if, on or before the last day of said 30-day per
such electing person has delivered his written election to the designated
Operator at the address shown below or has duly postmarked and placed its wrif

8. Electio nd Election Period: Each person pooled hereby may GE
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election in first |class United States mail, postage prepaid, addressed tio|the

Unit Operator at the address shown below.

9.

9.1

Electilon Options:

Option| 1 - To Participat The Deve and ation af |the
Drilling Unit: Any person pooled hereby may elect to particip ﬂ in
the development and operation of the Subject Drilling nit
(hereaffter "Participating Operator") by agreeing to pay | guch
Participating Operator’s proportionate part of the actual |and
reasonpble costs, including a reasonable supervision fee, of |the
well development and operation in the Subject Drilling Unit, a re
particularly set forth in Virginia Gas and 0il Board Regulati VR
480-05+22.2, Section 10 ("Completed for Production Costg").
Further, a Participating Operator agrees to pay such Participatiing
Operator’s proportionate part of the Estimated, Completed r-
Production Costs set forth below to the Unit Operator within fpnty-
five (45) days from the later of the date of mailing or the datg of
recording of this Order. The Estimated, Completed-for-Productliion
Costs for the Subject Drilling Unit are as follows:

Estimated, Completed-for-Production Costs - $226,474.00 '
A Participating Operator’s proportionate cost hereunder sha]1 be
that pgoportion of said costs which the number of net mineral es
in the |Subject Drilling Unit owned or claimed by such Particip % ng

Operatgr bears to the total number of mineral acres in Su ct
Drilling Unit. Provided, however, that in the event a Particip ng
Operatqr elects to participate and fails or refuses to pa is
proportiionate part of the Estimated, Completed-for-Production ts
as set forth above, all within the time set forth herein and i he
manner | prescribed in Paragraph 8 of this Order, then ch
Particilpating Operator shall be deemed to have elected not |to
participate and to have elected compensation in 1lieu| |of

ation pursuant to Paragraph 9.2 herein.

- To Receive A Cash Bonus Consideration: In lie 1of
participating in the development and operation of Subject Drillling
er Paragraph 9.1 above, any owner of an unleased int st
may elegct to accept a cash bonus consideration of $1.00 per| et
mineral| acre owned by such person plus a royalty of 1/8th of 8 hs
and one-half percent (12.5%)) of the net proceeds rec ed
nit Operator for the sale of the coalbed methane gas an as

royalty |interest.

condensate produced from any well development covered by this : o
(for purposes of this Order, net proceeds shall be actual procedds
received less all post-production costs incurred downstream of e
wellhead, including but not limited to, all gathering, compress "
treating, transportation and marketing costs, whether performe Yy
Unit Operator or a third person) as fair, reasonable and equit e
compensation to be paid to said owner, and any owner of a le d
interest may elect to accept a cash bonus consideration to be d
to said owner of $1.00 per net mineral acre leased as f '
reasonable and equitable compensation. Such cash bonus, whe o
elected, shall be tendered, paid or escrowed within sixty (60) Tys
from the date of this Order and when so paid or escrowed shall pe
satisfagtion in full for all right, title, interests, estates, §1d
claims df such electing person in the Subject Lands, except, in g1e
case of | the owner of an unleased interest, for the normal 1/8th
|
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The election made under this Paragraph 9.2, when so made shzﬂL be
satisflaction in full for all right, title, interests, estates|and
claimg of such electing person in any well development covered
hereby and such electing person shall be deemed to and hereby {oes
lease |and assign all its right, title, interests, estate54 and
claimg in the Subject Drilling Unit to the Unit Operator.

Option 3 - To Share he Developmen And Operation As P w-n-
Particdipating Person On A Carried Basis And To Receive Cons deratic
I gu Of Cash: 1In lieu of participating in the developmernt |and

opefé on of Subject Drilling Unit under Paragraph 9.1 above & in

of the Completed-for-Production Costs hereby allocable to
Carriefl Well Operator’s interest is charged against such Cs
Well Operator’s share of production from Subject Drilling Unit
of such Carried Well Operator’s rights, title, interests, es

royalty, or other non-operating or non cost-bearing burden resepgved
in any lease, assignment thereof or agreement relating thereto
covering such interest) equals three hundred percent (300%) =
leased| interest or two hundred percent (200%) for an unleased
interest (whichever is applicable) of such carried well opera ‘s
share |of the Completed-for-Production Costs allocable to he
interegt of such Carried Well Operator. When the Unit Ope or
recoups and recovers from such Carried Well Operator’s ass ed
interest the amounts provided for above, then, the assigned interpst
of such Carried Well Operator shall automatically revert bacgk| to
such Carried Well Operator, and from and after such reversion, ch
Carried Well Operator shall be treated as if it had participated
initially wunder Paragraph 9.1 above; and thereafter, ch
participating person shall be charged with and shall pay| his
proportiionate part of all further costs of such well developm .

The election made under this Paragraph 9.3, when so made, shall|be
satisfaction in full for all rights, title, interests, estates &nd
claims pf such electing person in any well development and operatjon
covered hereby and such electing person shall be deemed to have &nd

hereby |does assign all its rights, title, interest, estatea| nd
claims in the Subject Formations in the Subject Drilling Unit to the

Option |4 - Election Rights of Minor Child atthew Deskins:
Notwithgtanding any provisions to the contrary set forth in [tHis
paragraph 9, Matthew Deskins’ election rights shall be exercisdd |as
follows by his guardian ad litem as appointed by order of| the
Circuit| Court of Buchanan County, Virginia, in Chancery Actio No.
98-92, which action is now pending before said Court in conformity
with the order of said Court.

Until such time as a binding election is made on behalf of, or Y
said minor, the Applicant shall escrow funds as provided
paragraph 17 below in an amount(s) equal to that which woul»!be
required to be escrowed in the event the said minor had elected|fo
participate under Option 1 above, but in no event less than 4he

4
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amountl (s) which would have been required to be escrowed in the
the said minor had elected to lease under Option 2 above.
Applidant shall notify the Board of the minor’s election made
behalfi by his guardian and shall petition the Board to direc
escrow agent to disburse the funds then held by the escrow
consistent with the election made. After election, the Appl
may pdy funds allocable to the minor’s interest as ordered Lk
Court |in the referenced Chancery Action.

The Bgard respectfully requests that the Court direct that |the
guardilan make his or her election as provided herein within 4
(60) days of the entry of the order appointing the guardian.

All other provisions of this order which are not in conflict wi
otherwise inconsistent with the provisions of this Option 4 |shall
apply to the minor respondent herein.

10. Failurg to Properly Elect: In the event a person fails to
within the time, in the manner and in accordance with the terms of this Or
the alternatives set forth in Paragraph 9 above, such person accepts as t
person’s interest,| then such person shall be deemed to have elected n t
participate in the| proposed development and operation of Subject Drilling
and shall be deemed|, subject to a final legal determination or ownership, t

interests, estates|and claims the consideration provided in Paragraph 9.2
for which its interest qualifies and shall be deemed to have leased a
assigned all his right, title, interests, estates and claims in the Su
Drilling Unit to the Unit Operator. Persons who fail to properly elect sha
deemed, subject to a final legal determination of ownership, to have accept
compensation and terms set forth herein at Paragraph 9.2 in satisfaction in
for all right, title, interests, estates and claims of such person in the Su
Lands.

11. Defaultfi By Participating Person: In the event a person elec
participate under Paragraph 9.1, but fails or refuses to pay, to secure
payment or to make an arrangement with the Unit Operator for the payment of s
person’s proportionate part of the Estimated Completed-for-Production costs
set forth herein, all within the time and in the manner as prescribed in
Order, then such person shall be deemed to have withdrawn his electi
participate and shall be deemed to have elected to accept as satisfaction in
for such person‘s fight, title, interest, estates and claims the cash
consideration provided in Paragraph 9.2 above for which his interest qual
depending on the exftess burdens attached to such interest. Whereupon, any
cash bonus consideration due as a result of such deemed election shal
tendered, paid or egcrowed by Unit Operator within sixty (60) days after the |l
day on which such |defaulting person under this Order should have paid
proportionate part 9f such cost or should have made satisfactory arrangement
the payment thereof, When such cash bonus consideration is paid or escrowed,
shall be satisfactign in full for all right, title, interests, estates and cl
of such person in the Subject Lands covered hereby.

2 Assignment of Interest: In the event a person elects or fail
elect to do other than participate under Paragraph 9.1 above in the develo
and operation of the well in Subject Formations in Subject Drilling Unit,
such person shall be deemed to have and shall have assigned unto Unit Oper
all of such person’s right, title, interests, estates and claims in and to
well, in Subject Formations in Subject Drilling Unit, and other shar
production to which| such person may be entitled by reason of any electio
deemed election hereunder.

bl 8 Unit Operator (or Operator): The Applicant, OXY USA, Inc., be
hereby is designated as Unit Operator authorized to drill and operate the

5 \
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in Subject Formatjions in Subject Drilling Unit, all subject to the Fmit
provisions contained in Section 45.1-361.27 et seqg. , Code of Virginia, 1 as
amended, §§ 480-05-22.1 et seg., Gas and Oil Regulations and §§ 480-05-2 et
seqg., Virginia Gap and 0il Board Regulations, and the Virginia 0Oil a Gas
Conservation Board'’s Order No. OGCB 3-90 dated May 18, 1990, all as amended from
time to time, and Rll elections required by this Order shall be communica.é to
Unit Operator in wWriting at the address shown below:

OXY USA, Inc. |
P. O. Drawer Q
Richlands, VA 24641
Phone: (703) 964-9803
Fax: (703) 964-0381 ’
Attn: Martin E. Wirth, Land Manager

Unit Operator shall commence or ca
s for the drilling of any well covered hereby within ree
ive (365) days from the date of this Order and shall pro ute
ligence. If Unit Operator shall not have so commenced

commence operatio
hundred and sixty-
the same with due d

1S. $ Unit Operator, in addition to the other r

shall have a lien and a right of set off on the mi

Operator drilling
amounts due under

16.

By this| Order, the Board instructs the Escrow Agent named herein|or
any successor named by the Board to establish an interest-bearing escrow accau
(herein "the Escrow |Account") to receive and account to the Board pursuant tg
agreement for the escrowed funds hereafter described:

Thzewell National Bank

PL O. Box 909

Tazewell, VA 24651
(herein "Escrow Agent")

16.1 Escrow Provisions For Unknown o s Persons: If any pa
of bonus, royalty payment or other payment due and owing under this Order cah
be made because the person entitled thereto cannot be located or is unknown,
such cash bonus, royalty payment, or other payment shall not be commingled
any funds of the Unit Operator and shall, pursuant to Section 45.1-361.21.D,
of Virginia, 1950 as amended, be deposited by the operator into the Es
Account, commencing| when a sale of gas produced from the well commences
continuing thereafter on a calendar quarter basis with each deposit to be m
by use of the Report] Form approved by the Director, by a date which is no 1
than fifteen (15) days after the last day of each month being reported and/or
which funds are being deposited. Such funds shall be held for the exclusive
of, and sole benefit|of the person entitled thereto until such funds can be
to such person(s) or| until the Escrow Agent relinquishes such funds as requi

OOE T
QE0SD et
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Code of Virginia, |1950 as amended. Attached hereto is a listing of all
who cannot be lopated together with each person’s last known addre
available.

by law or pursuant to Order of the Board in accordance with § 45.1-361é$

16.2 Escrow Provisions Fo onfl ing aimants: If any payme

made because the| person entitled thereto cannot be made certain due
conflicting claims| of ownership and/or a defect or cloud on the title, the
cash bonus, royaltly payment or other payment shall not be commingled wi
funds of the Unit Operator and shall, pursuant to Virginia Code Sec
45.1-361.22A.2 and| 45.1-361.22.4, be deposited by the Operator into the E
Account, commencing when a sale of gas produced from the well commenceg
continuing thereafter on a calendar quarter basis with each deposit to be

than fifteen (15) days after the last day of each month being reported and/
which funds are being deposited. Such funds shall be held for the exclusive
of, and sole benefilt of, the person entitled thereto until such funds can be
to such person(s) or until the Escrow Agent relinquishes such funds as reg ilrea
by law or pursuant|to Order of the Board.

16.3 Other Escrow Provisions: If any person whose interest is
hereby refuses to |accept the cash bonus consideration or if any such pe
cannot be paid the ¢ash bonus, royalty payment or other payment due hereunder
any reason other than the reasons set forth in Paragraphs 16.1 or 16.2 s
Unit Operator shall not commingle any such funds with those of said Unit Opers:
and shall deposit such cash bonus, royalty payment or other payment into
Escrow Account and |such funds shall be credited for the benefit of such perspn.
Such funds so deposited in the Escrow Account shall be held for the benefit
the person(s) entitlled thereto until such funds can be paid to such person(s

Order of the Board

17. Speciall Findings: The Board specifically and specially finds

17.1 Applicant is a Delaware corporation duly authorized and qualifi
transact business in the Commonwealth of Virginia;

17.2 Applicant claims ownership of gas leases, coalbed methane
leases,| and/or coal leases and the right to explore for, develo
produce| coalbed methane gas from coal seams below the Tiller se
Unit Number U-29 in Buchanan County, Virginia, which Subject
are morg particularly described in Exhibit "A".

17.3 Applicant is an operator in the Commonwealth of Virginia and| Has
satisfied the Board’'s requirements for operations in Virginia;

17.4 Applicant has proposed the drilling of a well on the Subject
Drilling Unit to develop the pool in Subject Formations.

17.5 Respondents are listed on Exhibit "B". Set forth in Exhibit "Bl
the name and last known address of each person of record (who
not, in|writing, leased to or voluntarily pooled their interest
Subject | Drilling Unit for the development) identified by
Applicant as having or claiming a potential interest in the coah%
methane | gas underlying in Subject Drilling Unit underlying
comprisgd of Subject Lands. |

‘I

17.6 Applicant commenced Chancery Action No. 98-92 in the Circuit Couft
of Buchpnan County, Virginia pursuant to the provisions oE| §
45.1-361.21.E, Code of Virginia, for an order appointing a guardian
ad litem for claimant, Matthew Deskins, a minor, a copy of wrﬂ‘h

7




17.7

17.8

17.9

17.10

18.

shall file an-affi avxt‘with thersecretary of the Board within ten (10)

not subject to a leals

Unit which

Inspector(s).

20.

provisions set forth above be and hereby are granted and IT IS SO ORDERED.
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petition was filed with the Board. In paragraph 9.4 of this Oz

|

z er,
the Bpard has set forth the procedure to apply to the el ion
rightg of minor child, Matthew Deskins. |
The egtimated production over the life of the proposed well i 125
to 550 MMCF. The estimated amount of reserves from the S ect
Drillilng Unit is 125 to 550 MMCF.
Pursuant to the evidence presented by Applicant, Island Cree | oal
Company consented to stimulation of coal seams under lease to q and
Creek Coal company by document dated September 5, 1991, attac to
the Application as Exhibit D.
Applicant’s evidence established that the fair, reasonabl | and
equitaple compensation to be paid to any person in lieu of the bght
to participate in any well covered hereby are those options pr Pded
in Paragraph 9 above; and
The relief requested and granted is just and reasonabl is
supported by substantial evidence and will afford each person he
Subject Drilling Unit the opportunity to recover or receive, wi ut
unnecessary expense, each person’s just and fair share o he
production from Subject Drilling Unit. The granting o he
Application and relief requested therein will ensure to the e nt
possible the greatest ultimate recovery of petroleum hydrocar s,

or assist in preventing the various types of
ted by statute and protect or assist in protectin
ative rights of all persons in the subject common sourc
in the Subject Lands. Therefore, the Board is enteri an

t: Applicant or its Att

ity of Unit Records: The Director shall provide all pers¢ns
e with reasonable access to all records for Subject Dril

are submitted by the Unit Operator to said Director and/or

Conclusion: Therefore, the requested relief and all terms

21. Effectiye Date: This Order shall be effective on the date of s
execution.
DONE AND EXECUTED this ,i??! day of , 1992, by a majorilty

of the Virginia Gas|and 0il Board.

EEZ t;’ ? éi ;i |
Chairman, nny R. Wafipler |
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DONE AND PERFORMED this Z 4 day of QZK, « 1992, by
o~ of this Board.

Virginia Gas and/0il Board

Commonwealth of Virq

gpa ‘Wampler, being duly sworn did deposé and say that he is Ch
) he

My commission expires 7/31/94

STATE OF VIRGINIA )
COUNTY OF WASHINGTON )

Acknowledged |on this

a Gas and 0il Board, that he executed the same and was auth

usan G.

992,
ia,
an

Garrett

Notary Public

day of

before me a notary public in and for the Co

Thomas Fulmer, bei

: 1992, perso
nwealth of Virginia, appeared

duly sworn did depose and say that he is Principal Exec
tg.tﬁausf;aff of the

o aeat .,

p@; expi+n 9/23/92

Virginia Gas and 0il Board, that he executed the same an
gt o§ thoriz &yto do sc

Notary Publi

rized

ly
on
ve

d was
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e Docket No. VGOB-91-1217-173
PARTIES RESPONDENT
EXHIBIT "B"
Well No.: CBM 1 U-29
RESPONDENT($) WHO HAVE NOT LEASED OR OTHERWISE CONTRACTED WITH APPL|CANT
Mineral Gross Acreage Undivided Inter
Owner Ownership Within Unit Within Unit
Tract Richard Deskins ( Mineral )
; Ruby E. Schaméhorn ' Coal, Oil 3.90 ac. 4.87 %
Box 642 & Gas
Crescent City, CA 95531
4 Matthew C. Detins, a minor : Coal, 0il 3.90 ac. 4.87 %
c/o Barbara L. Wooten Deskins & Gas
P. O. Box 33
Barhamsville, Virginia 23011
VIRGINIA: In the Clerk’s Office of the Circuit Court of Buchanan County. The foregoing instrundent
was this day presented in thgc e aforesaid together with the certificate of acknowledgment II ed,
admitted to record this ... 47 "= day f . Sl VO UL . M
Deed Book No.&3 7.2 and Page No. 2.2 'i : _

.. IClerk




CLERK'S OFFICE CIRCUIT COURT
BUCHANAN coul

Fileghand admi
this %
al . o'c

Rerorded Deed Book —Pape ____
139 State Tax

773 County Tax

' Tranzler
kit Recording g

03R State Tax

279 lLocal Tax ,
145 VSLF : N N

Total
Tesle James M, Bevins, Jr
By =0e:
Department of Mines, Minerals ang Energy

DIVisioN of GAS & oI

POST OFFICE Box 1416

230 CHARWOOD DRIVE
>W~ZQUOZ. VIRGINIA

24210




